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BILLS RELATING TO THE CHARGING OF INTEREST ON 
DEPOSITS TO THE CREDIT OF THE CIVIL SERVICE 
RETIREMENT AND DISABILITY FUND 


WEDNESDAY, APRIL 3, 1957 


Hovse or REPRESENTATIVES, 
ComMITTEE ON Post Orricre AND CrIvit SERVICE, 
Washington, D. C. 

The subcommittee met at 9:30 a. m., in room 215A, Old House 
Office Building, Hon. Gracie Pfost (chairman), presiding. 

Also present: Mr. Charles E. Johnson, committee counsel. 

Mrs. Prost. This subcommittee was appointed to consider H. R. 
3048 and S. 601, companion bills relating to the charging of interest 
on refunds of contributions to the civil service retirement and dis- 
ability fund. 

(The bills are as follows.) 


{H. R. 3048, 85th Cong., 1st sess.] 


A BILL Relating to the charging of interest on deposits to the eredit of the civil service retirement and 
disability fund 


Be it enacted by the Senate and House of Representatises of the United States of 
America in Congress assembled, That section 4 (e) of the Civil Service Retirement 
Act, as amended, is amended by adding at the end thereof the following: ‘‘No 
interest shall be charged for any period of separation from the service which 
began before October 1, 1956.” 

ec. 2. The amendment made by this Act shall take effect as of October 1, 
1956. 





{S. 601, 85th Cong., Ist sess.] 


AN ACT Relating to the charging of interest on deposits to the credit of the civil service retirement and 
disability fund 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 4 (e) of the Civil Service Retirement 
Act, as amended, is amended by adding at the end thereof the following: ‘“‘No 
interest shall be charged for any period of separation from the service which 
began before October 1, 1956.” 

Ec. 2, The amendment made by this Act shall take effect as of October 1, 1956. 
Passed the Senate March 8 (legislative day, March 2), 1957. 
Attest: 


Fe.ton M. Jonnston, Secretary. 
Mrs. Prost. The subcommittee members are Mrs. Granahan, Mr. 
Beckworth, Mr. Corbett, and Mr. Broyhill; and I was. designated 
chairman. 
This legislation is designed to correct an inequity resulting from 
enactment of the Civil Service Retirement Act amendments of 1956, 
title IV of Public Law 854, 84th Congress. 


1 
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We have with us this morning the sponsor of H. R. 3048, Repre- 
sentative Robert W. Hemphill, who is a member of our committee. 
I will call on Mr. Hemphill to explain his bill for the subcommittee. 

Mr. Hemphill. 


STATEMENT OF HON. ROBERT W. HEMPHILL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Hempuityt. Thank you. I appreciate the opportunity to appear 
before your subcommittee in support of H. R. 3048, which I intro- 
duced to eliminate an inequity that has resulted from interpretation 
of the new Civil Service Retirement Act approved by Congress last 
year. 

’ The Senate has considered and passed the identical companion bill, 
S. 601, as introduced by Senator Johnston of South Carolina, which 
also is before this subcommittee. 

The new Civil Service Retirement Act made a change in prior law 
with respect to the charging of interest on civil-service retirement 
deposits for periods of separation from Federal employment. 

In effect, it established a standard for charging interest under the 
new law which is different from the standard under prior law. 

The result will be discrimination against certain employees in re- 
quirements for interest payments by such employees. 

This change in the new Civil Service Retirement Act is explained 
in the reports accompanying the bill that became Public Law 854. 
House Report No. 2854, 84th Congress, contains the following: 

Under existing law no interest is required covering periods of separation from 
the service in the case of deposits made by employees to cover periods for which 
no deductions were made or for which a refund was received. The bill provides 
that interest must be paid for periods of separation from the service as well as for 
periods of service. Interest would thus be charged for all periods during which 
the employee enjoyed the use of the money. The retirement fund would be 
earning interest on the money if it had been deposited into the fund. 


The Civil Service Commission has held that this provision applies 
to every employee in service on or after October 1, 1956, who has any 
period of service for which no retirement deductions were made or 
for which the employee previously has received a refund of retirement 
deposits, regardless of whether the period occurred before or after the 
effective date of the new law. 

The following examples illustrate the effect on certain employees. 

First, under previous law, an employee who left Federal service 
December 31, 1947, and withdrew his retirement deposits but re- 
entered the service January 1, 1949, and 1 year later, on January 1, 
1950, redeposited the refund he had received, was charged interest on 
the amount of the refund only for the year 1949, that is, the period of 
service after reemployment and up to the time he redeposited the 
refund. He was not. charged interest for the year 1948 when he was 
out of the Federal service. 

Second, under present law, effective October 1, 1956, an employee 
who leaves Federal service and obtains a refund of his retirement 
contributions but later reenters Federal service and desires to rede- 
posit the refund previously received, in order to regain credit for earlier 
service covered by the refund, will have to pay interest on the amount 
of the refund for the entire period beginning with the date he first 
received the refund and ending with the date he redeposits the 
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amount—including the time when he was out of the Federal service 
as well as the period between the dates of reemployment and _ re- 
deposit. 

There is no objection to the principle, stated.in Public Law 854, 
that an employee should be charged interest. for the period he had the 
use of the amount withdrawn when he left the service. 

However, the language of this law has been held to have a retro- 
active effect, rather than solely a prospective effect as was intended 
when it was adopted. 

The result has been an inequity to employees who were separated 
and withdrew deposits, but later returned, before the effective date 
of the change made by Public Law 854. My bill would simply re- 
move this inequity by making the change clearly applicable only to 
separations and refunds occurring after October 1, 1956, the effective 
date of the change in law. 

I sincerely hope this subcommittee will promptly approve this 
legislation and report it favorably to the full committee. 

Again, I thank the chairman and subcommittee members for giving 
me this opportunity to explain my bill. 

Also, if I might, Madam Chairman, I would like to add that I 
think actually the difficulty arises from the fact that when the legisla- 
tion was passed last year, instead of having a provision that this is not 
retroactive—— 

Mrs. Prost. In other words, it eliminates the retroactive feature 
of the law? 

Mr. Hempuitu. Yes; the bill last year didn’t have any provision, 
and so when a person would come in to make a redeposit, under the 
law as it is presently enacted, they would tell the employee, ‘‘Now, 
you were reemployed in 1947 or 1948, we are going to make you 
pay interest on all the money that you took out when you went out 
of the service.” 

Actually, I think that they could have brought suit and have done 
the same thing, but it would have caused a hardship, because you can 
see it is not fair when a man withdraws and thinks he is going to have 
the right to redeposit under one law, and then when he does redeposit, 
to say the law has changed and you no longer have that privilege. 

I am right on that, am I not, Mr. Johnson? 

Mr. Jounson. Yes. 

Mrs. Prost. They have the right to redeposit. The only dis- 
crepancy is in the interest, is it not? 

Mr. Hempuitu. That is right. The thing that bothers me is act- 
ually after October 1, 1956, if an employee withdraws, then he or she 
knows that if they return to the service, say, in 1959, they are going 
to have to pay interest on that period when they were not in the 
service. 

But what the present bill requires is that even though he left the 
service prior to the enactment of the law, he would still have to go 
back and pay all this interest on the time he was out of service, and 
I think that is an inequity. 

Mr. Jonnson. Madam Chairman, I think there is another example 
to illustrate that. We have an employee who left the service January 
1, 1947, returned to it January 1, 1948, and made his redeposit. He 
would not have to pay interest for the period he was off the payroll. 
But his fellow worker may have left the service on January 1, 1947, 
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returned to it January 1, 1948, and not had enough money to make the 
redeposit immediately and waited until 1957, when he was in a little 
better financial position, to make the redeposit. This fellow worker 
would have to pay interest for the period of separation from January 
1, 1947, to January 1, 1948. That is an exact comparison of the two 
situations, bringing out the inequities that could arise because of the 
Civil Service Commission’s interpretation of the law. 

Mr. Broyuiii. That practically answers the question I had in 
mind. There was nothing in the language itself that makes that 
position clear—-that states clearly the intent of the Congress. 

Mr. Jonnson. No, sir, 

Mr. Broyuriy. It was merely the interpretation by the Civil 
Service Commission. 

Mr. Jonnson. The understanding of this committee when it 
approved the bill that became Public Law 854, and the understanding 
of the conferees, was that the language of section 4 (e) would be 
xrospective only, since there is nothing to give a retroactive effect. 

he Commission has held, in effect, that in order not to have had it 
apply retroactively, there should have been language saying that 
this is not to apply to any separation prior to October 1, 1956. 

Mr. Broyuttu. This seeks merely to clarify the intent of Congress, 
by amending the act itself. 

Mr. Jounson. Yes. 

Madam Chairman, I believe Mr. Broyhill has one constituent with 
exactly that same problem. 

Mr. Broyatu. At least one. 

Mrs. Prost. I believe I have had calls from Mr. Broyhill’s con- 
stituents out in Virginia on that problem, too. 

Mrs. GRANAHAN. It would merely be a matter of changing the 
wording; that is what has caused misconstruction of the whole thing, 
is it not? 

Mr. Hempuitt. It is trying to make a provision to cover the 
people who withdrew from the Federal service and then returned; 
and it is to clarify the fact that just because they didn’t leave their 
money in is not cause to charge them interest for all that time, 
Is that not right, Mr. Johnson? 

Mr. Jounson. Mr. Hemphill’s bill would do that just as directly 
and as simply as possible. 

Mrs. Prost. This provides: 

No interest shall be charged for any period of separation from the service which 
began before October 1, 1956. 

Does that apply to a person who separated from service in 1950 
and withdrew what he had built up for retirement? Is that right? 

Mr. Hempuiu. Yes. 

Mrs. Prost. He withdrew his contributions to the retirement fund. 
Suppose he comes back into the service, we will say, in January of 
1958. The retirement fund has had the use, we will say, of $1,000 
of his retirement contributions that were built up as of 1950. So if 
he should pay back in January of 1958 this $1,000 he withdrew in 
1950, in order to qualify again under the Retirement Act—he would 
have to pay interest for the period of separation? 

Mr. Hempuiuu. Yes, after October 1, 1956, they have to pay 
interest. 
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Mrs. Prost. But they have had the use of that money from 1950 
until 1958, that $1,000. 

Mr. Jounson. That was the condition of the law prior to October 
1, 1956. 

Mrs. Prost. They did not have to pay interest on it? 

Mr. Jounson. They did not have to pay it for the period of time 
they were off the payroll. 

Mrs. Prost. And yet they have the use of the money during that 
entire period. 

Mr. Hempuity. Actually we do not think the law was ever in- 
tended to be retroactive, insofar as the use of the money was con- 
cerned, because the Congress in its wisdom had previously said that 
you do not have to pay interest. 

Of course, by making the law retroactive, then the people who 
withdrew, thinking they would have the same privilege they had under 
the old law, once they came back under the new law would not have 
the same conditions that existed, so we think it would be unfair to 
say to a man, “Well, now, you withdrew under the faith of a certain 
provision of the law, and it has been changed now’’; and we think 
actually it is not a question of the Government not keeping faith, but 
it is not quite fair. 

That has been my idea. © 

Mrs. Prost. When this employee withdrew his $1,000, did he not 
receive interest on the retirement money? 

Mr. Jounson. The retirement fund did pay 3 percent interest on 
amounts deposited in the fund, just as any annuity fund. 

Mrs. Prost. Yes. 

Mr. Hempuiuu. He would have to pay back the interest, too. 

Mrs. Prosr. Yes. 

Mr. Hempui.u. He would have to pay back the interest. 

Mrs. Prost. Plus interest for the period of separation after 
October 1, 1956? 

Mr. HempnHitu. Yes, ma’am. 

Mrs. Prost. I think this law should have been changed: long before 
October 1, 1956. 

Mr. Hempai.u. I think you are exactly right. 

Mrs. Prost. Are there any further questions from the committee? 

Mrs. GRANAHAN. No. 

Mr. Broyuiuu. No. 

Mrs. Prost. Thank you very much. Would you like to stay for 
the rest of the hearing? We have several witnesses. 

Mr. Hempuiuu. Yes, I would. Thank you. 

Mrs. Prost. Our next witness this morning will be Mr. Thomas G. 
Walters, Operations Director, Government. Employees’ Council, 
AFL-CIO. 
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STATEMENT OF THOMAS G. WALTERS, OPERATIONS DIRECTOR, 
GOVERNMENT EMPLOYEES’ COUNCIL, AFL-CIO, PRESENTED BY 
E. C. HALLBECK, LEGISLATIVE DIRECTOR, NATIONAL FEDERA- 
TION OF POST OFFICE CLERKS, AND CHAIRMAN, LEGISLATIVE 
COMMITTEE, GOVERNMENT EMPLOYEES’ COUNCIL, AFL-CIO 


Mr. Hatusecx. Mr. Walters was called out of town, and asked me 
to appear for him. 

I am E. C. Hallbeck, legislative director of the National Federation 
of Post Office Clerks and chairman of the legislative committee of the 
Government Employees’ Council. 

On my own behalf I would endorse that legislation and I would 
like to make Mr. Walters’ statement on behalf of the organization. 

Mrs. Prost. Very well. You may proceed. 

Mr. Hatugecx. Madam Chairman and members of the subcom- 
mittee on H. R. 3048 and S. 601, several weeks ago I accepted an 
invitation to be one of the speakers, in my hometown, Toccoa, Ga., 
where they are celebrating the 100th Anniversary Birthday of the 
National Educational Association and the 50th Anniversary of 
Stephens County, Ga. 

This meeting is scheduled for the evening of April 4, and, therefore, 
of necessity I will be out of the city attending these meetings in 
Toccoa, Ga. With this explanation I ask permission that Mr. Hall- 
beck deliver my statement to the committee. 

By way of introduction, my name is Thomas G. Walters, operations 
director of the Government Employees’ Council, AFL-CIO, 100 
Indiana Avenue NW., Washington 1, D. C., phone Executive 3—2820 
and 3-2821. 

The Government Employees’ Council of the AFL-CIO is made up 
of 23 national and international unions whose membership, in whole 
or in part, are civil-service employees. The total Federal and postal 
employee membership of the Government Employees’ Council is more 
than 600,000. 

Madam Chairman and members of the subcommittee, we extend 
our congratulations and thanks to Senator Olin D. Johnston and 
Congressman Robert W. Hemphill for the introduction of H. R. 3048 
and S. 601, and we likewise extend our thanks and appreciation to 
Chairman Murray of this committee and to the members of this sub- 
committee for scheduling and holding hearings on this corrected and 
much needed legislation. 

I feel sure that when Public Law 854 was being enacted that no one 
fully understood what the impact of the wording of section 4—E would 
be on certain former Federal and postal employees. For ready refer- 
ence, I would like to quote section 4—E of Public Law 854 of the 
84th Congress. 

(e) Interest under subsection (c) or (d) shall be computed from the midpoint 
of each service period included in the computation, or from the date refund was 
paid, to the date of deposit or commencing date of annuity, whichever is earlier. 
The interest shall be computed at the rate of 4 per centum per annum to December 
31, 1947, and 3 per centum per annum thereafter compounded annually. Such 
deposit may be made in one or more installments. 

Madam Chairman and members of the subcommittee, I am of the 
opinion that section 4—E, as quoted above, is pretty close to post facto 
legislation, since it establishes conditions which were not applicable 
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at the actual time of separation. Legally and morally this is wrong, 
and the legislation sponsored by Senator Johnston and Congressman 
Hemphill will, in my judgment, correct the error. 

The legislative and retirement committees recommended to the 
Government Employees’ Council, AFL-CIO that the council vigor- 
ously support the intent of H. R. 3048 and S. 601. 

At the regular March 1957 meeting of the Government Employees’ 
Council the delegates unanimously approved the recommendations of 
the legislative and retirement committees, and, therefore, Madam 
Chairman, speaking for the Government Employees’ Council, I am 
delighted to wholeheartedly support the intent of H. R. 3048 and 
S. 601. 

We sincerely hope and trust and believe that this committee and 
the Congress will immediately approve the intent of H. R. 3048 and 
S. 601. 

Thanking you for the opportunity and privilege of presenting this 
statement as operations director for the Government Employees’ 
Council, AFL-CIO. 

Mrs. Prost. Thank you, Mr. Hallbeck. 

The next witness this morning is Mr. C. L. Dorson, president of 
the Retirement Federation of Civil Service Employees of the United 
States Government. 


STATEMENT OF C. L. DORSON, PRESIDENT, RETIREMENT FED- 
ERATION OF CIVIL SERVICE EMPLOYEES OF THE UNITED 
STATES GOVERNMENT 


Mr. Dorson. My name is C. L. Dorson. I am president of the 
Retirement Federation of Civil Service Employees of the United 
States Government, an organization of approximately 85,000 mem- 
bers, most of whom are presently employed in the Department of 
Defense. 

We appear before you today in support of the bills H. R. 3048 and 
S. 601 nla Ghe to the charging of interest on deposits and redeposits 
for the purpose of acquiring service credit under the Civil Service 
Retirement Act of May 29, 1930, as amended. 

These bills, being identical in effect, will remove an existing hardship 
imposed without warning, and, apparently, without intent by the 
enactment of section 4 (e), title [V, of Public Law 854, 84th Congress. 

This section had the unprecendented effect of creating a retroactive 
liability for many employees subject to the Civil Service Retirement 
Act. which would, in some instances, almost preclude any hope of 
credit for past service in the computation of their annuities and the 
benefits due their survivors. 

Therefore, we endorse the bills before you and urge their favorable 
consideration and rapid enactment. Since S. 601 has already passed 
the Senate, may we suggest that your subcommittee favorably report 
that bill? 

And, if I may have one more word, concerning the matter of interest, 
I might point out to the subcommittee while in the past, interest has 
been paid on the employee’s funds while they were in the fund; and 
if later he withdrew them, after a subsequent period of employment, 
he would get that interest. Beginning under Public Law 854, the 
the employee’s funds will earn interest as long as they are in the fund 
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returnable to him only prior to December 31, 1956, and after that, 
the employee’s funds will earn no interest returnable to him. 

Such interest as may be earned by him will remain in the fund, 
and after October 1, 1956, any periods of service covered from Decem- 
ber 31 on and which he withdraws, he would receive no interest; but 
if he redeposits, he would have to pay interest, whether employed or 
not employed. 

Mrs. Prost. Just one moment, Mr. Dorson. Are there any 
committee questions? 

Mr. Broyuiu. No. 

Mrs. GRANAHAN. No. 

Mrs. Prost. Then this Public Law 854 completely changed the 
interest provisions on retirement fund? 

Mr. Dorson. Yes, it did indeed. Prior to the advent of Public 
Law 854, the employees’ deductions on deposit in the civil-service 
retirement and disability fund earned interest. 

Mrs. Prost. At what rate? 

Mr. Dorson. They earned interest at the rate of 4 percent, com- 
pounded annually, to December 31, 1947, and 3 percent thereafter. 

If on the subsequent separation from the service up to December 
31, 1956, the employee withdrew his deductions, he received the 
interest that had accumulated on those deductions. 

Later, if he was reemployed in the service and wanted to get credit 
in the computation of his annuity for that service, he had to redeposit 
those deductions with the interest that he had received. 

He, however, paid no interest on any periods when he was not 
employed in the Federal service between his original date of separation 
and his date of reemployment. 

If he did not redeposit the money regularly on reentry into the 
Federal service, he paid interest at the going rate under the Federal 
law until the money was repaid. 

Under Public Law 854, it states that the funds will earn interest at 
the average rate paid on all Federal interest-bearing obligations of the 
United States, but on any subsequent separations after that time, he 
will receive no interest. 

He will receive only the amounts that had been withdrawn from 
his salary. However, by the same token, if he later reenters the Fed- 
eral service and wants to claim credit for that service, he must deposit 
the original amount he received plus interest for the entire period, 
whether he was employed or not employed. 

Mrs. Prost. While he was separated? 

Mr. Dorson. That is right; the interest from the time of refund 
until the date of redeposit. 

Mrs. Prost. Mr. Dorson, what happens to the interest? 

Mr. Dorson. It remains to the credit of the fund, but not to the 
credit of the employee. 

Mrs. Prost. That is an interesting feature. 

Mr. Dorson. There have been several interesting features that have 
developed as a result of that language in the act; the most disastrous 
part of it, however, as Mr. Hemphill and others have pointed out, 
was the fact that this thing occurred without warning, as far as its 
retroactive effect was concerned. 

We had one employee who was hit particularly hard, who had had 
prior service rather early. 
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Her redeposit—and she had been employed back along about 1950 
and at a relatively low salary, had been paying her redeposit back in 
monthly installments; the redeposit amounted to about $800—rather, 
$1,000. 

It is the policy of the Commission to bill the employee for the 
original amount with the interest received and the interest accumu- 
lated to date between reemployment and final ent of the redeposit. 

Then if the redeposit is made over a perio of tim ime, the employee is 
never notified of the subsequent accumulation of interest antl he has 
completed payment of the original amount which they were notified 
was due. 

At that time the Commission sends a bill for the additional interest. 
In this lady’s case, she made the last of her redeposits just before 
October 1, 1956, of the original $1,000. 

However, there was interest due that had accrued over the period 
of employment during which she had been making the deposit. 
She received after October 1—and she couldn’t have paid it before 
that time—a bill for an additional $800 in interest, 

You can imagine the effect on this lady when she thought that she 
had nearly completed payment to find that she owed an additional 
$800 in interest, which was almost double the original amount. 

When that occurred, her additional interest would have been 
somewhere in the neighborhood of $100 based on the period of employ- 
ment atid the period over which the repayment was being made. 
Because the payment of additional interest had not been made 
before October 1, 1956, she had not completed the redeposit before 
October 1, 1956, and so the Commission had to go back in computing 
the interest and compute the interest during a fo ong period when she 
was not in the Federal service, which resulted in the additional 
large amount. 

Mrs. Prost. What will happen to this lady’s $800 under this 
amendment? 

Mr. Dorson. I understand that this amendment is retroactive in 
its effect, so that any person who since the advent of Public Law 854 
of the 84th Congress has made a redeposit which included interest. for 
periods of nonemployment prior to that time, that their money would 
be returned to them. 

That is, the excess interest would be returned. I am not, however, 
officially advised that that is the case. 

Mr. Hempuitu. The bill provides that the amendment of this act 
shall take effect as of October 1, 1956, which would make it retro- 
active. 

Mrs. Prost. And then that would cure those inequities which have 
occurred since October 1, 1956? 

Mr. Dorson. Yes, it would cure those inequities which occurred 
primarily because of no warning. We think it is not fair from October 
1, on, since the employee has received no interest, but. at least he 
would have warning, of what the penalty would be. Those employees 
who withdrew in the past have not had that warning. 

Mrs. Prost. You do think that the interest provision beginning 
as of October 1, 1956 is a good thin 

Mr. Dorson. No, ma’am, 1 fo not think it is entirely fair, 
because while the employee vill receive no interest, so far as he is con- 
cerned on the deposit in the fund but if he withdraws those funds at 
any time, he will be charged interest on them when redeposited. 








10 INTEREST ON DEPOSITS OF CIVIL SERVICE FUND 


Mrs. Prost. He does in a sense receive interest, does he not, 
providing he stays in Government employment, but he loses his 
interest if he separates from that employment and withdraws his con- 
tributions? 

Mr. Dorson. That is right. He receives the benefit of the interest 
if he draws an annuity. If he takes a refund, he does not. 

Mrs. Prost. That is all I had to ask you. Are there any further 
questions? 

Mrs. GRANAHAN. No, 

Mr. Broyuitu. No. 

Mrs. Prost. Thank you very much. 

The next witness is Mr. Vaux Owen, president of the National 
Federation of Federal Employees; Mr. Owen. 


STATEMENT OF VAUX OWEN, PRESIDENT, NATIONAL FEDERA- 
TION OF FEDERAL EMPLOYEES, WASHINGTON, D. C, 


Mr. Owen. I am Vaux Owen, president of the National Federation 
of Federal Employees, Madam Chairman and members of this sub- 
committee. The National Federation of Federal Employees supports 
and recommends favorable consideration of H. R. 3048 and S. 601. 

Before Public Law 854 was enacted, an employee who deposited to 
the credit of the civil-service retirement and disability fund any 
amount which had been refunded to him was charged no interest for 
periods of separation. Public Law 854 requires that interest be 
charged for periods of separation. 

It has been held that this requirement applies to periods of separa- 
tion prior to October 1, 1956, the effective date of Public Law 854. 
This was inequitable for those employees who obtained refunds prior 
to October 1, 1956, thinking they would not have to pay interest over 
periods of separation. 

H. R. 3048 and S. 601 seek to remove this inequity by providing that 
no interest shall be charged for any period of separation which began 
before October 1, 1956. 

We urge early enactment of this measure. 

Mrs. Prost. Thank you, Mr. Owen. Are there any questions? 

Mr. Broyuiuu. No. 

Mrs. GranaHAN. No. 

Mrs. Prost, Thank you very much, Mr. Owen. 

We have a statement submitted by the American Federation of 
Government Employees, which will be inserted in the record at this 
point, without objection. 

(The above-referred to document follows:) 


STATEMENT OF THE AMERICAN FEDERATION OF GovERNMENT EMPLOYEES TO THE 
Hovuss Post Orrice anv Civiu Service SuBCOMMITTEE ON H. R. 3048 ANpD 
5S. 601 


Madam Chairman and members of the committee, the American Federation 
of Government Employees desires to announce its support of H. R. 3048 and 
8: 601 now pending before, the subcommittee. 

These identical bills are meritorious because they will correct an inadvertent 
action resulting in many Federal employees having to pay interest on past periods 
of separation for which they can receive no retirement credit. 

Public Law 854, 84th Congress, which was enacted through the excellent co- 
operation of members of this committee represents a significant advance in 
retirement, benefits for Federal employees and their families. 
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However, section 4 (e) of the statute requires that an empleyee reentering 
Federal service, who desires to repay to the civil-service retirement fund the 
amount refunded when he was originally separated, must pay interest on the 
full refund from the time it was received to the time it is repaid regardless of the 
fact that he was not employed by the Federal Government for part of the period. 
The result has been that employees are required to pay varying sums of interest 
without being able to accrue any retirement benefit for that interest. 

The difficulty has arisen because the language of section 4 (e) has been con- 
strued to have a retroactive effect. 

Recently, we received a communication from one of our affiliates indicating 
that one employee has been billed for more than thirteen hundred dollars of inter- 
est for a period of separation which occurred prior to October 1, 1956, the effective 
date of Public Law 854. Yet, this repayment will not purchase the individual 
any additional credit in the retirement fund. Moreover, the employee is being 
penalized retroactively for a period prior to the enactment of the new retirement 
law. 

H. R. 3048 and 8. 601 would remove this inequity by applying the change in 
Public Law 854 only to periods of separation and refunds after the effective date 
of the act, October 1, 1956. 

It may well be that no interest should be charged for any period of separation 
because the individual is unable to acquire any benefit from the payment of 
such interest. In addition, the money which was refunded to him at the time 
of separation is simply a repayment of the contributions he has made as the 
employee’s share of the retirement system. However, that is not the question 
involved in the two bills now under consideration by the committee. 

If the measures accomplish nothing else, they will eliminate an inequity against 
Federal employees who are now being required to pay interest for periods of 
separation beyond the effective date of the present law. 

For these reasons, Madam Chairman, our federation desires to urge favorable 
action by the committee on H. R. 3048 and 8. 601. 


Mrs. Prost. What is the pleasure of the committee? 

Mr. Broyuiiu. I move, Madam Chairman, that we go into execu- 
tive session to consider the legislation. 

Mrs. Prost. Allright. It has been moved that we go into executive 
session, and we will do so. 

(Thereupon, at 10:10 a. m., the subcommittee went into executive 
session. ) 


x 





